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SUGGESTIONS  FOR  A  STATE  LAW  PROVIDING  FOR 
THE  ORGANIZATION  OF  FARMERS'  MUTUAL 
FIRE  INSURANCE  COMPANIES. 

The  appended  draft  of  a  suggested  State  law  providing  for  the 
organization  and  regulation  of  farmers'  mutual  fire  insurance  com- 
panies has  been  pre]3ared  at  the  special  request  of  a  committee  of  the 
National  Association  of  Mutual  Insurance  Companies  and  in  close 
cooperation  with  said  committee.^  Previous  to  this  request  from  the 
committee  mentioned,  the  dej)artment  alread}^  had  received  a  num- 
ber of  requests  from  individuals  for  such  a  draft. 

About  half  of  the  States  already  have  workable  laws  upon  the 
subject,  and  under  these  laws  a  large  number  of  farmers'  mutual  fire 
insurance  companies  have  been  organized,  with  the  result  that  farm 
property  is  more  generally  insured  than  is  the  case  where  such 
organizations  do  not  exist,  and  that  the  owners  of  such  property  are 
receiving  protection  at  a  very  material  saving  in  insurance  cost. 
The  remaining  States  either  have  no  laws  under  which  it  is  prac- 
ticable to  organize  a  farmers'  mutual  fire  insurance  company  or 
have  failed  in  such  laws  as  have  been  enacted  to  provide  for  the  type 
of  company  that  has  proven  most  successful  in  making  available  to 
farmers  dependable  insurance  protection  at  a  minimum  of  cost.  The 
bill  should  prove  of  benefit,  therefore,  not  only  to  States  that  have  no 
law  upon  the  subject,  but  also  to  States  where  existing  laws  are  in 
need  of  amendment. 

The  appended  draft  should  not  be  treated  as  final  for  any  State, 
however,  but  should,  before  enactment,  be  carefully  examined  in  the 
light  of  the  constitution  of  that  State,  and,  if  necessary,  be  amended 
so  as  to  accord  with  the  constitutional  requirements. 

AN  ACT  To  authorize  tlie  incorporation  of  county  farmers'  nuitual  fire  insur- 
ance companies  and  to  provide  for  tlieir  regulation  and  supervision. 

[The    foregoing    caption    should   be    revised    if    necessary    to    meet    requirements    of    the 

State  constitution.] 

[Enacting  clause.] 

Section  1.  In  this  Act,  unless  the  context  otherwise  require, "'  com- 
pany "  means  a  company  organized  under  this  Act ;  "  member '' 
means  a  member  of  such  company ;  "  person  "  includes  a  corporation 
or  partnership  of  two  or  more  persons  having  a  joint  or  common 

1  This  committee  is  composed  of  W.  E.  Stxaub,  Lincoln,  Nebr. ;  Harry  P.  Cooper, 
Crawfordsville,  Ind.  ;  and  Elwood  Hoot,  Wost  Point,  Pa, 
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interest;  and  words  used  import  the  singular  or  the  plural  as  the 
case  may  demand. 

Sec.  2.  A  county  farmers'  mutual  fire  insurance  company  may  be 
formed  for  the  purjDOse  of  effecting  insurance  against  loss  or  damage 
by  fire  or  lightning  to  property  located  in  any  one  county  or  in  not 
exceeding  three  adjoining  counties  in  this  State,  by  twenty  or  more 
individuals,  each  not  less  than  twenty-one  j^ears  of  age,  residing 
within  said  county  or  counties,  and  each  owning  insurable  farm 
property  worth  not  less  than  $500. 

Sec.  3.  The  persons  desiring  to  form  a  company  shall  enter  into 
articles  of  incorporation  in  writing,  which  shall  state — 

(a)  The  name  of  the  company,  which  shall  include  the  words 
"  County  Farmers'  Mutual  Fire  Insurance  Company,"  but  shall  not 
be  the  same  as  that  of  any  other  association,  corporation  or  company 
formed  or  doing  business  in  this  State; 

(b)  The  purposes  of  the  company  which  shall  be  within  those  men- 
tioned in  section  2  of  this  Act ; 

(c)  The  count}^  or  counties  in  this  State  in  which  properties  upon 
which  insurance  may  be  effected  by  the  company  shall  be  located ; 

(d)  The  names  and  post-office  addresses  of  the  directors,  not  less 
than  five  nor  more  than  fifteen  in  number,  selected  from  among 
the  incorporators,  and  the  names  and  addresses  of  the  officers  elected 
by  said  directors,  all  of  whom  shall  serve  until  the  first  annual  meet- 
ing of  the  members  and  until  their  successors  are  elected  and  quali- 
fied; and 

(e)  Any  other  provisions  not  inconsistent  with  law  governing  the 
regulation  and  the  conduct  of  the  affairs  of  the  company. 

The  articles  of  incorporation  shall  bear  the  signatures  and  post- 
office  addresses  of  the  persons  uniting  to  form  the  company  and, 
together  with  a  true  copy  thereof,  shall  be  transmitted  to  the  (title 
of  State  officer  having  supervision  over  insurance)  hereinafter  called 
Commissioner,  who  shall,  if  in  his  opinion  the  provisions  of  law 
applicable  thereto  have  been  complied  with,  approve  and  file  the 
same  and  return  the  copy  thereof,  together  with  a  certificate  of  his 
approval,  to  the  incorporators. 

Sec.  4.  The  articles  of  incorporation  may,  pursuant  to  an  affirma- 
tive vote  of  two-thirds  of  the  members  voting,  be  amended  at  any 
annual  or  special  meeting  of  the  company,  due  notice  of  the  time, 
place,  and  object  of  which  shall  have  been  given  at  least  thirty  days 
in  advance  thereof  as  prescribed  in  the  by-laws.  The  original 
amendment,  certified  by  the  secretary  of  the  company,  together  with 
a  true  copy  thereof,  shall  be  transmitted  to  the  Commissioner,  who 
shall,  if  in  his  opinion  the  provisions  of  law  applicable  thereto  have 
been  complied  with,  approve  and  file  the  same  and  return  the  copy 
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thereof,  together  with  a  certificate  of  his  approval,  to  tlie  secretary 
of  the  company. 

Sec.  5.  Upon  the  approval  and  filing  by  the  Commissioner  of  the 
articles  of  incorporation  the  company  shall  have  power,  within  the 
limitations  of  this  Act — 

(a)  To  adopt  and  use  a  common  seal  and  to  alter  it  at  pleasure ; 

(b)  To  have  succession  until  dissolved  by  operation  of  law  or 
under  the  provisions  of  this  Act ; 

(c)  To  make  contracts  necessary  in  the  conduct  of  its  business; 

(d)  To  acquire,  hold,  convey,  and  dispose  of  real  and  personal 
property  when  necessary  in  the  conduct  of  its  business ; 

(e)  To  sue  and  be  sued  by  the  name  specified  in  its  articles  of 
incorporation  as  fully  as  natural  persons; 

(f )  To  exercise  such  incidental  powers  as  shall  be  necessary  in  the 
conduct  of  its  business. 

Sec.  6.  Not  later  than  sixty  days  after  the  approval  and  filing  of 
the  articles  of  incorporation,  the  incorporators  shall  adopt  for  the 
company  by-laws  and  forms  of  applications  and  policies  which  shall 
be  submitted,  approved  and  filed  in  the  same  manner  as  prescribed 
for  the  articles  of  incorporation.  Such  by-laws  and  forms  of  appli- 
cations and  policies  may  be  submitted  to  the  Commissioner  for  his 
approval  simultaneously  with  the  transmittal  of  the  articles  of 
incorporation,  and  may  be  amended  in  the  same  manner  as  pro- 
vided for  the  articles  of  incorporation  except  that  the  by-laws  may 
require  an  affirmative  vote  of  not  less  than  three-fifths  of  the  mem- 
bers voting.  When  all  the  requirements  of  this  Section  shall  have 
been  complied  with,  and  not  before,  the  company  may  solicit  appli- 
cations for  insurance. 

Sec.  T.  No  policy  of  insurance  shall  be  issued  until  the  company 
shall  hold  at  least  fifty  applications  for  a  total  insurance  of  not  less 
than  $100,000  in  compliance  with  this  Act,  nor  until  such  applica- 
tions shall  have  been  submitted  to  the  Commissioner,  who,  upon 
finding  the  requirements  of  this  Section  complied  with,  shall 
promptly  return  said  applications  and  grant  a  certificate  of  author- 
ity to  said  company  to  issue  policies  under  this  Act. 

Sec.  8.  Any  person  who  holds  a  policy  of  insurance  issued  by  a 
company  shall  be  a  member  thereof  and  shall  hold  his  membership 
only  so  long  as  he  shall  hold  a  policy  of  insurance  issued  b}'  such 
company.  Membership  in  a  company  shall  not  be  transferable  except 
upon  an  assignment  with  the  consent  of  the  compan}',  in  accordance 
with  its  by-laws,  of  the  policy  of  insurance  upon  which  such  mem- 
bership is  based. 

Sec.  9.  At  all  meetings  of  the  members  each  member  shall  be  en- 
titled to  one  vote  only  and  no  vote  by  proxy  shall  be  received  unless 
the  by-laws  specifically  provide  for  the  use  of  votes  by  proxy.     A 
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quorum  shall  consist  of  such  number  of  members,  not  less  than  ten, 
as  the  by-laws  shall  provide.  The  election  of  directors  shall  be  by 
ballot. 

Sec.  10.  At  the  first  annual  meeting  of  the  members  they  shall 
elect  the  total  number  of  directors  prescribed  in  the  by-laws,  who 
shall  be  divided  by  lot  as  nearly  as  practicable  into  three  equal 
classes  holding  office  respectively  for  one  year,  two  years,  and  three 
years.  At  the  expiration  of  the  terms  of  the  directors  so  elected 
their  successors  shall  be  elected  for  terms  of  three  years,  or  until 
their  successors  shall  have  been  elected  and  qualified.  A  vacancy  may 
be  filled  temporarily  by  the  remaining  directors,  the  person  so 
chosen  holding  office  until  the  next  annual  meeting,  when  a  successor 
shall  be  elected  by  the  members  for  the  unexpired  term.  At  all  meet- 
ings of  the  board  a  majority  of  the  directors  shall  constitute  a 
quorum. 

Sec.  11.  The  board  of  directors  shall  elect  from  their  number  a 
president  and  a  vice-president,  and  shall,  also  elect  a  secretary  and 
a  treasurer  who  may  or  may  not  be  members  of  the  board  or  of  the 
company,  but  the  by-laws  of  the  company  may  provide  for  the  elec- 
tion of  any  of  said  officers  by  the  members  at  an  annual  meeting.  All 
the  officers  shall  hold  office  for  one  year  and  until  their  successors 
shall  have  been  elected  and  qualified.  The  secretary  and  the  treas- 
urer shall  each  give  bond  to  the  company  in  such  amount  and  with 
such  conditions  as  the  board  of  directors  shall  prescribe.  Unless  the 
by-laws  provide  otherwise,  both  such  offices  may  be  held  by  the  same 
person,  and  unless  otherwise  provided  therein  the  principal  office  of 
the  company  shall  be  at  the  place  of  business  of  the  secretary. 

Sec.  12.  Any  director  or  officer  of  a  company,  may,  for  cause,  be 
removed  from  office,  after  an  opportunity  has  been  afforded  to  him 
for  a  hearing  at  any  annual  or  special  meeting  of  the  members,  due 
notice  of  the  time,  place,  and  object  of  which  shall  have  been  given. 

Sec.  13.  A  company  shall  issue  policies  only  upon  farm  dwellings 
and  other  farm  buildings,  including  silos,  and  the  contents  of  such 
buildings ;  farm  machinery ;  vehicles,  motor  propelled  or  otherwise ; 
other  farm  equipment;  live  stock;  farm  products;  country  school- 
houses  and  churches;  other  country  buildings  and  their  contents; 
and  similar  detached  buildings  and  their  contents  separated  not  less 
than  seventy  feet  from  all  other  risks  within  the  corporate  limits  of 
cities  and  villages.  No  automobile,  auto  truck,  or  tractor  shall  be  in- 
sured except  in  a  policy  separate  and  distinct  from  one  covering 
other  property. 

Sec.  14.  No  company  shall  insure  property  against  any  hazards 
except  those  of  fire  and  lightning,  nor  shall  it  insure  any  single  risk 
comprising  a  building  and  contents  or  other  property  so  located  as  to 
be  subject  to  destruction  by  a  single  fire  for  a  greater  amount  than 
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$2,000  until  its  insurance  in  force  shall  be  as  much  as  $1,000.000 ;  nor 
shall  it  then  insure  any  such  risk  for  a  sum  greater  than  one-fifth  of 
one  per  cent  of  the  insurance  in  force  under  its  policies,  unless  the 
risks  insured  by  the  company  in  excess  of  the  values  above  stipulated 
are  promptly  covered  by  reinsurance.  Two  or  more  buildings,  in- 
cluding contents,  or  any  two  or  more  units  of  property,  shall  be  held 
to  constitute  a  single  risk  for  the  purposes  of  this  Act  when  not 
separated  by  a  clear  space  of  at  least  seventy  feet. 

Sec.  15.  Except  as  hereinafter  provided,  a  company  shall  not  in- 
sure any  property  located  outside  of  the  territory  described  in  its 
articles  of  incorporation.  A  company  whose  total  insurance  in  force 
amounts  to  an  average  of  not  less  than  $500,000  for  each  county  in 
which  it  then  operates  may,  by  amendment  of  its  articles  of  incor- 
poration, increase  its  business  territory  by  the  addition  of  adjoin- 
ing counties  until  such  territory  includes  a  total  of  not  exceeding  five 
adjoining  counties. 

Sec.  16.  A  company  may  issue  policies  of  reinsurance  to  other 
farmers'  mutual  fire  insurance  companies  located  anywhere  in  this 
State,  may  accept  policies  of  reinsurance  from  such  other  companies, 
and  may  issue  policies  of  insurance  jointly  with  such  other  companies, 
but  the  total  amount  of  loss  or  damage  payable  by  all  such  companies 
upon  a  common  risk  shall  in  no  case  exceed  the  cash  value  of  the  prop- 
erty at  the  time  of  loss. 

Sec.  17.  A  company  shall  classify  property  upon  which  insurance 
may  be  effected  by  it,  under  different  rates  corresponding  as  nearly 
as  possible  to  the  greater  or  less  fire  hazard  that  the  property  in  ques- 
tion may  be  deemed  to  involve. 

Sec.  18.  A  company  shall  collect  from  its  members  such  fees,  in- 
itial charges,  and  other  assessments  as  the  board  of  directors  shall 
find  necessary  in  accordance  with  the  by-laws.  Each  member  shall 
be  liable  for  his  share  of  all  losses  and  necessary  expenses  incurred  by 
the  company  while  his  insurance  is  or  has  been  in  force.  Unless 
otherwise  provided  in  the  by-laws,  such  liability  shall  be  in  propor- 
tion to  the  amounts  of  insurance  and  the  rates  or  classifications 
applicable  thereto.  If  any  member  shall  fail  or  refuse  to  pay  such 
share,  the  company  shall  enforce  such  payment  by  proper  proceed- 
ings. If  any  member's  share  shall  prove  to  be  uncollectible  in  whole 
or  in  part,  each  remaining  member  shall  be  liable  for  his  pro  rata 
share  thereof,  determined  as  provided  in  this  section.  A  company 
may  in  its  by-laws  limit  the  liability  of  each  member  during  any  one 
year  to  an  amount  equal  to  (insert  per  cent  equal  to  not  less  than 
three  times  the  average  annual  old-line  rate  in  the  State  on  farm 
property)  per  cent  of  the  insurance  carried  by  him  in  such  company. 

Sec.  19.  A  company  may  borrow  for  the  payment  of  losses  an 
amount  not  exceeding  three  mills  on  each  dollar  of  insurance  in  force 
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by  sn-cli  company,  but  in  all  such  cases  the  amount  necessary  to  re- 
pay any  such  loan  in  full  shall  be  included  in  the  next  assessment, 
which  shall  be  levied  not  later  than  twelve  months  after  the  date 
of  the  loan. 

Sec.  20.  Any  member  of  a  company  may  withdraw  therefrom  upon 
ivritten  notice  to  it  as  provided  in  the  b^'-laws,  the  surrender  of  his 
policy,  and  the  payment  of  his  share  of  all  losses  and  expenses  in- 
curred while  his  policy  remained  in  force.  The  company  may  cancel 
:any  policy  upon  five  daj's'  written  notice  to  the  holder.  A  company 
may,  in  its  by-laws,  provide  for  the  suspension  of  its  liability  for 
loss  upon  any  policy  from  the  date  when  an  unpaid  assessment  has 
become  due,  and  the  ]3ayment  of  such  assessment  shall  only  reinstate 
such  policy  from  the  date  of  such  payment,  but  no  allowance  shall 
be  made  in  any  assessment  because  of  such  suspension. 

Sec.  21.  The  president  and  the  secretary  of  each  company  shall 
make  and  file  annually  with  the  Commissioner  a  report  of  the  affairs 
of  such  company  in  such  form  and  at  such  time  as  he  may  require. 
The  Commissioner  ma}^  at  any  time  examine  the  books  and  affairs 
of  any  company,  and  may  call  for  special  reports  relating  thereto. 
If,  after  reasonable  opportunity  has  been  afforded  for  a  hearing,  he 
shall  find  that  a  company  is  not  paying  its  losses  in  due  course  or  is 
otherwise  failing  to  comply  with  law,  or  is  conducting  its  business 
in  a  manner  detrimental  to  the  interests  of  the  jDolicy  holders  or  the 
public,  he  shall  order  the  levy  of  such  assessment  as  may  be  neces- 
sary to  meet  the  obligations  of  the  company,  or  order  the  company 
to  cease  issuing  new  policies,  or  take  such  other  lawful  action  as  will 
best  protect  the  interests  of  the  insured,  including  the  winding  up 
of  its  affairs  if  necessary.  The  wilful  failure  or  refusal  to  comply 
with  any  lawful  order  or  requirement  of  the  Commissioner  by  any 
company,  or  by  any  officer  thereof  whose  duty  it  is  to  carry  out  such 
order,  shall  be  deemed  a  misdemeanor  which  upon  conviction  in  any 
court  of  competent  jurisdiction  shall  be  punishable  by  a  fine  of  not 
more  than  $200. 

Sec.  22.  A  company  may  at  any  annual  or  special  meeting,  due 
notice  of  the  time,  place,  and  object  of  which  shall  have  been  given, 
by  a  vote  of  three-fourths  or  more  of  the  members  voting,  volun- 
tarily discontinue  its  operations  and  settle  its  affairs.  Thereupon  it 
shall  designate  a  committee  of  three  members  who  shall  on  behalf  of 
the  company,  within  a  time  fixed  in  their  designation  or  any  ex- 
tension thereof  and  under  the  supervision  of  the  Commissioner, 
liquidate  its  assets,  pay  its  debts  and  expenses,  and  divide  any  sur- 
plus among  the  existing  members  as  they  may  be  entitled.  Upon 
final  settlement  by  such  committee,  it  shall  make  a  report  of  the 
proceedings  had  under  this  section,  which  shall  be  signed  by  its 
members  and  filed  with  the  Commissioner.    If  he  approve  the  same, 
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he  shall  transmit  to  such  coimnittee  a  certificate  of  his  approval,  and 
thereupon  the  company  shall  be  deemed  dissolved  and  shall  cease  to 
exist  under  this  Act. 

Sec.  23.  Xo  existing  insurance  company  as  such  shall  be  affected 
by  this  Act,  but  any  farmers'  mutual  msurance  company  formed 
under  any  other  law  of  this  State  may,  by  vote  of  two-thirds  of  its 
members  present  at  any  annual  or  special  meeting,  due  notice  of 
the  time,  place,  and  object  of  which  shall  have  been  given  at  least 
30  days  in  advance,  elect  to  conduct  its  business  in  compliance  with 
this  Act.  In  such  case  a  copy  of  the  minutes  showing  such  action, 
together  with  a  copy  of  the  articles  of  incorporation,  by-laws,  and 
forms  of  applications  and  policies,  amended  if  necessary  so  as  to 
comph^  with  this  Act,  and  certified  by  the  Secretary  of  the  com- 
pan3\  shall  be  submitted  to  the  Commissioner.  If  in  his  opinion  the 
provisions  of  this  Act  have  been  complied  with  he  shall  approve 
and  file  said  papers  and  transmit  to  the  company  a  certificate  of  his 
approval.  Thereupon  said  company  shall  be  entitled  to  do  business 
under  the  provisions  of  this  Act.  Every  company  formed  under 
this  Act  or  having  placed  itself  under  the  provisions  thereof  in  the 
manner  herein  provided  shall  be  exempt  from  all  provisions  of 
other  insurance  laws  of  this  state,  and  no  such  law  hereafter  passed 
shall  apply  to  such  company  unless  such  law  shall  expressly  declare 
that  it  is  applicable  to  County  Farmers'  Mutual  Fire  Insurance 
Companies. 

Sec.  24.  Hereafter,  no  person  shall,  except  under  the  provisions 
of  this  Act,  commence  to  do  business  in  this  State  under  or  adopt 
a  name  or  designation  which  includes  the  words  "Count}'  Farmers' 
Mutual  Fire  Insurance  Company  "  or  is  so  similar  thereto  as  to  be 
likely  to  be  confused  therewith.  Any  person  who  violates  this  section 
shall  be  deemed  guilty  of  a  misdemeanor,  and  upon  conviction  there- 
of, shall  be  punished  by  a  fine  of  not  more  than  $500. 

Sec.  25.  The  right  to  alter,  amend,  or  repeal  this  Act  is  hereby 
expressly  reserved. 
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